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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

Transmitted  herewith  is  the  report  on  the  audit  of  the  Legislature 
for  the  year  ended  June  30,  1981. 

The  audit  was  conducted  by  Hugh  McWhorter,  CPA,  under  a  contract 
between  the  firm  and  our  office.   The  comments  and  recommendations 
contained  in  this  report  represent  the  views  of  the  firm  and  not 
necessarily  the  Legislative  Auditor. 

The  agency's  written  response  to  the  report  recommendations  is 
included  in  the  back  of  the  audit  report. 

Respectfully  submitted, 


.xi'imr 


lames  H.  Gillett,  CPA 
Acting  Legislative  Auditor 
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Leg  i  si ature 
Summary  of  Recommendations 


RECOMMENDATION: 

Implement  PAMS  to  a  point  of  providing  a  complete  accounting  for 
all  Legislature  fixed  assets,  including  the  significant  amount 
which  have  unit  costs  of  under  $200. 

RESPONSE: 

Agree.   The  Department  of  Administration  should  provide  instructions 
and  methods  for  grouping  like  kinds  of  assets  under  $200. 


RECOMMENDATION: 

Department  of  Administration  should  bill  Legislature  for  Legislature's 
proportionate  share  of  the  costs  of  occupancy  of  The  State  Capitol. 

RESPONSE: 

Disagree.   House  and  Senate  occupy  facilities  in  question  only 
about  four  months  out  of  every  other  year.   Recommendaton  would 
be  too  burdensome  and  a  nightmare  of  paperwork. 


RECOMMENDATON: 

Renew  Senate  Roll  Call  Lease  and  see  that  delinquent  personal 
property  taxes  are   paid. 

RESPONSE: 

Lease  has  been  renewed.   Does  not  know  if  delinquent  taxes  have 
been  paid. 
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Legislacive  Avjdit  Conimitree 
Stdte  Capitol 
Hel ena ,  Montana 


I  have;  examined  the  i'inancial  statements  oi  the  General  I-ijnd  and  the 
General  Fixed  Asset  Account  Group  o;  the  Legislature  for  the  fiscal 
year  ended  June  30,  138l,  listed  in  the  foregoing  table  of  contents. 
Except  as  stated  in  the  paragraph  which  follows,  my  examination  was 
made  in  accordance  with  generally  accepted  auditing  standards  '',{\d 
accordingly  included  such  tests  of  the  accounting  records  and  sucti 
other  auditing  procedures  as  i  considered  necessary  in  the  c  i  re  .iiii\  ^  'U'.- 

The  accompanying  notes  to  financial  s  tr.  temen',:  s  disclo:.e  that  general 
fixed  assets  aggregated   $78,530  at  June  30,  l^Bl.   Audit  tests  of 
the  physical  existence  of  fixed  assets  has  discioved  that  substantia! 
amounts  of  fixed  assets  are    not  included  in  the  Legislature's  financia! 
Statenients.   A  determination  has  not    been  moiU.'    as  to  iUc    dollar  aiinaint 
of  this  exclusion.   Audit  tests  have  furLhei'   d  i  sclosi'd  th.jl  i  n  vlh  l  ..i  i  l- 
of  supplies  existed  at  June  30,  193l.   Such  an  asset  is  not  reflectc:! 
in  the  accompariy  !  ng  financial  sta  tei^u.-n  t  s  on.6    a  de  Lerminat  ion  has  n-:' 
beer)  made  as  to  the  tnateriality  of  such  as;vel. 

In  my  opinion,  with  the  exception  of  the  omission  of  inventories 
discussed  in  the  preceeding  paragra[.)h,  tiv;;  accompanying  i  iiianciai 
statements  present  fairly  the  financial  position  of  the  General  Fu.'kI 
of  Lf:e  Legislature  as  of  .June  30,  ISol,  and  the  results  of  operations 
of  the  Fund  in  conformity  with  generally  accepted  accounting  principles 
applied  on  a  basis  consistent  with  tiiat  ol'  the  preceeding  year.   The 
General  Fixed  Asset  Account  Group  is  not  presented  fairly  di..,.-.  to  the 
omission  of  the  amounts  discussed  in  the  preceeding  paragraph.   in 
addition,  the  reader's  attention  is  directed  to  Note  3  of  Notes  to 
Financial  Statements  for  a  discussion  of  the  change  in  .;iCcoun t  inc;  I 
fixed  assets  which  vvas  imp  i  eniented  during  fiscal  year  I98I. 

My   examination   was   made    for    the    purpose   of    forming    an   opinion   on    the 
basic    financial    statements    taken    as    a   wfiole.      The    supplementary 
information    app^earing    on    pciges    nine    arui    1  m    arid    tlie    ccj  I  uiiui    on    Lf\e 
accoiTipany  i  ng    balance    sh..et    captioned    "Total     -    Memor'andnni   Only"    arc 
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Legislative  Audit  Committee 
Page  Two 


presented  for  tine  purpose  of  additional  analysis  and  is  not  a  required 
part  of  the  basic  financial  statements.  Such  information  has  been 
subjected  to  the  auditing  procedures  applied  in  the  examination  of 
the  basic  financial  statements  and,  in  my  opinion,  is  fairly  stated 
in  all  material  respects  in  relation  to  the  financial  statements  taken 
as  a  whole. 


-r\u^\  0.  ni^\yys\, 


'\ 


August  31  ,  1981 
He  1 ena  ,  Montana 


Leg  i  slature 
Combined  Balance  Sheet 
June  30,  1981 


ASSETS 

Due  From  State  of  Montana 
General  Fund 

Accounts  Receivable 

Equi  pment 


Comb  i  ned 

General 

Funds 


General 
F  ixed 
Assets 
Group  of 
Accounts 


$  15,231     $  78,930 


Total s 
(Memorandum 
Only) 


$  13,022 

$        -- 

$    13.022 

$      2,209 

$        -- 

$      2,209 

$        -- 

$    78,930 

$    78,930 

$  9^,161 


LIABILITIES,  RESERVES  AND 
FUND  BALANCE 

Accounts  Payable 

Accrued  Expenditures 

Investment  In  General 
Fixed  Assets 

Fund  Balance 


$     5,A65 

$       -- 

$     5,A65 

$     9,766 

$       -- 

$     9,766 

$       - 

$   78,930 

$   78,930 

$       -- 

$        -- 

$       -- 

$  15,231 


$  78,930 


5  9A,l6l 


The  accompanying  notes  to  financial  statements  are  an  integral  part  of 
this  statement. 


Leg  i  s 1 ature 

Combined  Statement  Of  Revenues,  Expenditures 
And  Changes  In  General  Fund  Balance 

Fiscal  Year  Ended  June  30,  I98I 

General  Fund 


Revenue 


Budget 


Actual 


Mar iance 


Expend  i  tures 

Excess  Of  Current  Revenue 
Over  (Under)  Current 
Expend  i  tures 

Other  Financial  Sources: 


Sale  of  Fixed  Assets  to  SRS    $ 
Support  From  State  General 

Fund  $2,390,712 


$2,390,712      $2,262,^(53   $  (128,259] 


Excess  of  Revenues  and  Other 
Financial  Sources  Over  (Under) 
Expend  i  tures  $ 


Fund  Balance  July  1 ,  1 98O 


Fund  Balance  June  30,  1 98 1 


$ 


(2,390,712)     (2,262,'453)     (128,259) 


$      5^*9   $     (5^9) 
$2, 261,90^1   $   128. i 


Total  Other  Financial  Sources      $2,390,712      $2,262.^53   $   128,259 


The  accompanying  notes  to  financial  statements  are  an  integral  part  of  this 
statement . 
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Leg  i  s 1 aturc 
Notes  To  Financial  Statements 
Year  Ended  June  30,  I98I 

(1 )  Summary  of  Significant  Accounting  Policies. 

The  financial  statements  have  been  prepared  on  the  modified  accrual 
basis   in  accordance  with  generally  accepted  accounting  principles 
as  defined  by  the  National  Council  On  Governmental  Accounting. 

(2)  Appropr  iat  ions. 

The  Legislature  utilizes  a  fixed  basis  of  budgeting.   Under  the 
fixed  method,  appropriations  of  specific  dollar  amounts  are    set 
by  the  Legislature.  Appropriations  control  the  Legislature's  financial 
operations  during  each  biennum.   At  the  end  of  each  biennum,  the 
remaining  appropriation  balance  reverts  to  the  fund  of  original 
appropr  iat  ion. 

(3)  General  Fixed  Assets. 

Previous  to  fiscal  year  198l,  the  Legislature  did  not  include  a 
General  Fixed  Asset  Group  of  Accounts  in  its  financial  statements. 
Effective  in  fiscal  year  I98I  selected  fixed   assets,  owned  by 
the  legislature  were  inventoried  and  costs  of  $78,930  were  assigned 
thereto.   Such  costs  are  incomplete  in  that  they  do  not  include 
a  substantial  portion  of  assets  owned  by  the  Legislature. 

{k)      Retirement  Plan. 


Legislators  of  the  State  have  the  option  to  participate  in  the 

State  of  Montana's  Public  Employee's  Retirement  System.   Under 

this  option,  Legislators  contribute  their  portion  of  the  plan  as 

if  they  were  employed,  for  a  full  year.   it  is  impractical  to  separately 

disclose  actuarial  information  for  those  Legislators  v/ho  have  elected 

to  participate  in  the  plan. 
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Supplementary  Information 
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Lcgi&laiure 
General    Fond 

'.■-.iieoeot   of   tdpcniJ-iure-, 
-i  June  30.    tg?' 

S. 

Carry   Forward 
Appropriation 
,1-,               Expenditurck          t 

.p..r,0.!i.r. 

5  '.,290 
30.399 

21.3. 27't 
57.036 

Carry  Forward  Current 

Appropriation  Appropriation 

EKPcnditures  Expenditures       Total 

5  5  Jill  5  11,290  5I157.56!  S     9.5)1  51. U*. 9*0  SI. in. 1171 

,,,  0,,.  -■  --  243.274  --  729. Jll  729.311 

SI.  )io  30.399  57.036  85.309  I53.86ii  2J9.I73 


(,3. 243  534.689  5757,872  5   94.840  52.018,115  52.112.955 


5       10.543  5       -•  5    6,060  5         -■  5       16.603  S       16.603 

142                          10.242  162  4.462  324  14.704  15.028 

621                      26.307  543  18,586  1.184  44.893  46,077 

15  848  --  8,758  --  24.606  24.606 

167                       8.419  1,479  '2,676  1.646  21.095  22,741 

6,261  --  2.333  --  8.594  8.594 

175  -  1.440  --  1,615  1.615 


lot. I  Opirallng  5pr.lce«  ;7.795                  5  2.204  5  54,315  5    3,154  5     132,110           5    135,264 

Capital    llan« 

tqulpfant  •;                                 -1,5                    $        -  i         J19  S     9,766  S          1,068            5        10,834 

Olhar    livro>a>ant«  "                              "                                   —                             3.400                      3.400 

Inial  Capital    llao  5         i.l45                  5       --  S        J19  5     9.766  5         4,468 


Total    iupporl  (•pandlture.  51,!!.;. 187  ii6.893  5'Ii,<0b  5107.760  52.154,693 


s 

14,234 

52 

,262,453 
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Legislative  Audit  Committee 
State  Capi  tol 
He  lena  ,  Montana 


I  have  examined  the  financial  statements  of  The  Legislature  for  the 
year  ended  June  30,  I98I,  and  have  issued  my  report  thereon  dated  August 
31,  1981.   As  part  of  my  examination,  I  made  a  study  and  evaluation 
of  The  Legislature's  system  of  internal  accounting  control  to  the  extent 
I  considered  necessary  to  evaluate  the  system  as  required  by  generally 
accepted  auditing  standards.   The  purpose  of  my  study  and  evaluation 
was  to  determine  the   nature,  timing,  and  extent  of  the  auditing 
procedures  necessary  for  expressing  an  opinion  on  The  Legislature's 
financial  statements.   My  study  and  evaluation  was  more  limited  than 
would  be  necessary  to  express  an  opinion  on  the  system  of  internal 
accounting  control  taken  as  a  whole. 

The  management  of  The  Legislature  is  responsible  for  establishing  and 
maintaining  a  system  of  internal  accounting  control.   In  fulfilling 
this  responsibility  estimates  and  judgments  by  management  are    required 
to  assess  the  expected  benefits  and  related  costs  of  control  procedures. 
The   objectives  of  a  system  are    to  provide  management  with  reasonable, 
but  not  absolute,  assurance  that  assets  are    safeguarded  against  loss 
from  unauthorized  use  or  disposition,  and  that  transactions  are   executed 
in  accordance  with  management's  authorization  and  recorded  properly 
to  permit  the  preparation  of  financial  statements  in  accordance  with 
generally  accepted  accounting  principles. 

Because  of  inherent  limitations  in  any  system  of  internal  accounting 
control,  errors  or  irregularities  may  nevertheless  occur  and  not  be 
detected.   Also,  projection  of  any  evaluation  of  the  system  to  future 
periods  is  subject  to  the  risk  that  procedures  may  become  inadequate 
because  of  changes  in  conditions  or  that  the  degree  of  compliance  with 
the  procedures  may  deteriorate. 

My  study  and  evaluation  made  for  the  limited  purpose  described  in  the 
first  paragraph  would  not  necessarily  disclose  all  material  weaknesses 
in  the  system.   Accordingly,  I  do  not  express  an  opinion  on  the  system 
of  internal  accounting  control  of  The  Legislature  taken  as  a  whole. 
However,  my  study  and  evaluation  disclosed  the  following  conditions 
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that  I  believe  result  in  more  than  a  relatively  low  risk  that  errors 
or  irregularities  in  amounts  that  would  be  material  in  relation  to  the 
financial  statements  of  The  Legislature  may  occur  and  not  be  detected 
within  a  timely  period. 

Fixed  Assets 

During  the  fiscal  year  I98I,  the  Property  Accountability  Management 
System  (PAMS)  was  implemented  by  The  Legislature  to  account  for  its 
investment  in  fixed  assets.   While  significant  progress  has  been  made 
in  accounting  for  The  Legislature's  fixed  assets,  significant  amounts 
of  Legislature  fixed  assets  are  not  reflected  in  these  records.   Although 
many  of  the  omitted  assets  have  unit  costs  of  less  than  $200  and  therefore 
the  Legislature  procedures  for  these  assets  follow  Department  of 
Administration  directives,  such  assets,  in  the  aggregate,  constitute 
a  significant  dollar  amount  of   fixed  assets.   Therefore,  I  would 
recommend  that  PAMS  be  implemented  to  a  point  of  providing  a  complete 
accounting  of  all  fixed  assets  owned  by  The  Legislature. 

Rental  Charges 

All  occupants  of  The  State  Capitol  are  charged  rent  by  The  Department 
of  Administration  with  the  exception  of  The  Legislature.  Upon  discussing 
this  matter  with  a  representative  of  The  Department  of  Administration, 
1  was  advised  that  rent  for  The  Legislature  is  "general  funded"  within 
The  Department  of  Administration's  budget.  I  was  further  advised  that 
rental  charges  to  other  occupants  represents  their  proportionate  share 
of  these  costs  of  occupancy  --  i.e.,  utilities,  maintenance,  etc. 

While  the  allocation  of  costs  such  as  these  is  certainly  a  fundamentally 
sound  concept,  it  would  seem  that  such  an  allocation  process  should 
include  The  Legislature.   Accordingly,  1  recommend  that  costs  relative 
to  the  occupancy  of  The  House  and  Senate  facilities  be  billed  to  The 
Legislature  by  The  Department  of  Administration. 

Senate  Roll  Call  Equipment  Lease 

The  Senate  Roll  Call  Equipment  Lease  expired  March  5,  1981.   In  addition 
personal  property  taxes  have  not  been  paid  for  the  past  four  years. 
I  recommend  that  these  matters  be  resolved. 

These  conditions  were  considered  in  determining  the  nature,  timing, 
and  extent  of  audit  tests  applied  in  my  examination  of  the  I98!  financial 
statements  and  this  report  does  not  affect  my  report  on  these  financial 
statements  dated  August  31,  I98I. 

In  addition,  my  examination  also  revealed  the  following. 
Payroll  Withholdings 

Detail  tests  of  payroll  withholdings  revealed  four  instances  where  there 
was  a  variance  between  exemptions  claimed  per  W-'4's  on  file  and  exemptions 
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used  to  compute  payroll  withholdings.   These  exceptions  related  exclusively 
to  page  or  attache  compensation  when  individuals  were  either  claiming 
exempt  status  or   were  requesting  that  withholding  be  made  at  higher 
s  i  ngle  rates . 

As  part  of  the  current  year's  examination,  the  current  status  of  prior 
audit  findings  was  reviewed.   Their  status  is  as  follows: 

"     inventory  of  fixed  assets  needs  completion  (see  current  year 
comment) , 

"     start  up  costs  have  been  appropriately  covered  through  feed  bill 
fund  ing  , 

"    no  prior  year  expenditures  were  incurred  in  the  year  under  examination, 

"    preferred  levels  of  appropriations  control  over  operating  appropriations 
have  been  determined,  and 

Helena  legislators  continue  to  receive  expense  reimbursements 
at  rates  which  coincide  with  rates  received  by  out  of  town 
legislators  residing  in  Helena  during  Legislative  Sessions. 


I  appreciate  the  opportunity  to  have  conducted  this  examination  and  am 
particularly  grateful  for  the  courtesies  extended  to  me  during  the  course 
of  the  examination. 


-7^xxv\-A.  A\)Vy>\ 


v-^' 


August  31  ,  1981 
Helena,  Montana 
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Fixed  Assets 

I  agree  with  the  Auditor's  recommendation.   The  Department  of 
Administration  should  provide  instructions  and  methods  for 
grouping  like  kinds  of  assets  under  $200  for  input  on  PAMS . 

Rental  Charges 

I  agree  with  the  concept  of  allocation  of  costs  but  in  this  case 
I  think  it  would  be  too  burdensome  and  a  nightmare  of  paperwork 
because  the  House  and  Senate  occupy  the  facilities  in  question 
only  about  four  months  out  of  every  other  year.   The  rest  of  the 
time  such  facilities  are  used  by  other  state  officials  and  by 
the  general  public.   Almost  any  day  of  the  week  you  can  find 
such  groups  as  the  Boy  Scouts,  Youth  Government,  Girls  State, 
Legacy  Legislature,  Business  Women,  Mountain  Bell,  Montana  Power, 
United  Way,  Montana  Mining  Association,  Democratic  or  Republican 
Central  Committees  or  similar  organizations  using  the  facilities. 

Senate  Roll  Call  Equipment  Lease 

The  Senate  Secretary  informs  me  that  the  lease  has  been  renewed 
and  negotiations  for  lower  taxes  successful.   I  have  no  know- 
ledge concerning  whether  or  not  the  taxes  have  been  paid. 

Payroll  Withholdings 

My  only  comment  is  that  these  were  simply  clerical  errors  that 
do  not  affect  the  internal  financial  records  of  the  Legislature, 
but  of  course  we  hope  they  won't  happen  again. 
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Diana    S.     Dowling 
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